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Dear Investor, 






               
         Monday, September, 17, 2001
First we wish to extend our deepest and most heartfelt condolences and sympathy to the families and friends of those who were injured our killed in last week’s “Attack On America”.  We also wish to express the tremendous pride we feel in the manner in which Americans have come together as a nation following these cowardly attacks.

Today’s reopening of the U.S. financial markets was met with a great deal of attention if not trepidation, both by investment professionals and individual investors alike. As many of you know only too well, it is difficult enough to predict the direction of stock prices under normal circumstances, much less under the most emotionally trying of times as we now face.

Many of you have called and written us asking what direction you should now follow in your investment strategies. Changes may well be warranted. We feel the answer will become clearer within the next few weeks of trading. 

History, however, does offer some factual data from which reasonable conclusions may be drawn. According to the vast historical market data available through Ned Davis Research, the U.S. financial markets have proven to be quite resilient after “cataclysmic events such as the outbreak of war, assassinations and acts of terrorism”. Ned Davis Research examined the impact on the Dow after 28 crises from the fall of France in 1940 and the attack on Pearl Harbor in 1941 to the Kennedy assassination in 1963, the 1991 Gulf War and the 1993 bombing of the World Trade Center. 

In each of these 28 cases, the reaction of the U.S. markets has been similar.

On the average, immediately after each of these crises, the Dow traded down 7.1% and subsequently rallied an average of 3.8% after 30 days, 6.8% ninety days later and finished 12.5% higher from the reaction low after six months.  

Economic shocks have yielded materially similar reactions from the Dow. In the two months after the Arab Oil Embargo in 1973, the Dow fell a whopping 17.9%, after the Hunt Brother’s silver crisis of 1980, the Dow average was down 15.9%, 12.4% as a result of the Asian financial crisis in 1997 and the Dow lost 11.3% immediately after the crises created by the plummeting Russian Ruble and the collapse of Long Term Capital Management in 1998. With the only exception being the case of the Arab oil embargo, in each of theses cases, as is occurring now, the Federal Reserve flooded the market with liquidity and the Dow came “roaring” back over the succeeding six months, rising between 25 and 34%.

The Dow dropped 3% in the trading days immediately following the assassination of President John F. Kennedy but soared 15% shortly thereafter and just after the 1993 terrorist bombing of the World Trade Center, the Dow dropped only 1% but rose a respectable 8.5% over the next six months.

In other words, DON’T PANIC!!!
Source: www.Barrons.com
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